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After Market 

Economics 
Faced with uncertainty in Europe and hopes of a stimulus plan in China, US investors focused on the latter. In 
Europe, there is talk of further ECB support, either through a rate cut or a third LTRO next week. Some believe that, 
given the difficulties of Spain's banks, the ECB could move quickly. However, it should be noted that the ECB can provide 
liquidity to the banking system, but that it will not take the place of the public authorities in addressing banks' capital 
requirements. A third LTRO cannot resolve the undercapitalisation of the Spanish banking system. In addition, the ECB 
"could innovate" and support the eurozone without a third LTRO, which would not necessarily be very effective. Most 
European banks have sufficient liquidity, and demand for a further long-term financing operation could be weak. Investors 
forgot about Spanish bank problems yesterday and about the euro's recent weakness against the dollar. The euro was 
trading at $1.2503 at the close on Wall Street, after hitting a 4-month low of $1.2461. In the USA, yesterday's talk related 
to prospects of a stimulus plan in China, which were denied by China's official press. However, hopes that China could 
adopt new infrastructure projects and support growth in consumption - and particularly consumer spending on durable 
goods - supported the rally in commodities and manufacturing stocks. 
 
Property prices in the USA's 20 largest cities increased by 0.1% in March according to the S&P/Case-Shiller index. Prices 
are recovering in some US regions, but fell to new lows in five cities (Atlanta, Chicago, Las Vegas, New York and 
Portland). House prices fell in seven cities in March, versus 16 in February, and rose in 12 cities. Since peaking in 2006, 
prices have fallen by 35% and are back to their mid-2002 level. 
 
Consumer confidence, as calculated by the Conference Board, fell in May. The overall index came in at 64.9, its lowest 
since January, down from 68.7 in April (see our Morning Eco for more details). 
 
According to an FT article, the ECB has rejected one of the plans to rescue Bankia. The Spanish government was 
planning to issue government bonds and transfer them to the bank. Bankia could then have used them to refinance with 
the ECB. According to the FT, the ECB believes that this technique amounts to "monetising government debt". The article 
does not contain any real news. The Spanish government had already said that yesterday that recapitalising the 
banks would require it to issue bonds in the markets. The only possible disappointment is the confirmation that 
the ECB "will not help" Spain as some economists were hoping judging by their comments to journalists. The 
ECB will not alter its policy in the near future. It is providing banks with liquidity, but will not resolve their capital shortages 
and LTROs are not a method for financing or monetising public debt. The two LTROs that took place in early 2012 may 
have enabled Italian, Spanish and Portuguese banks - and those banks alone - to buy government debt, but this is an 
indirect result, not necessarily one that the ECB intended. In the ECB's view, the solution to the crisis does not lie in these 
measures to provide additional liquidity to European banks. The Spanish government may now wait until the ESM comes 
into force on 1 July, since it will allow direct support for banks. 
 
The Portuguese economy and its banking system are faced with a "very major risk of contagion of adverse 
developments on an international level," stated the Banco de Portugal (BdP) in a report published yesterday. The 
Portuguese central bank is concerned about the impact of the deteriorating situation in Greece and the worsening 
Spanish economy, which could drag down its exports. As regards Portugal's banking system, the BdP stated that in 2011 
"Portuguese banks made major efforts to reinforce their solvency levels", with core capital ratios averaging 9.6% at end-
December. To comply with the increased requirements of the European Banking Authority (EBA) by June, "three of the 
four largest banks are likely to require public aid," the Banco de Portugal stated. The most reassuring news related to the 
increased resources of Portuguese banks. Household deposits equalled 7.1% of GDP in 2011. They increased from 
5.1% of GDP in 2008 to 7.9% in 2009, before falling to 7.5% in 2010. Companies' deposits equalled 4.9% in 2011, down 
from 6.4% in 2010. 
 

Talk is currently focusing on Chinese stimulus measures. According to the Chinese press agency Xinhua, which 
is close to the government, the Chinese authorities are not planning another major stimulus plan like the one 
that followed the Lehman Brothers crisis in 2008. In that previous crisis, the Chinese government provided fiscal 
stimulus of CNY4,000bn ($586bn at the time). The Xinhua article states that fiscal support to boost growth is not 
sustainable, and that it is preferable to encourage private investment to build new infrastructure in the country. The 
markets had been relieved to hear from Prime Minister Wen Jiabao that Beijing would do what was needed to support the 
economy. As a result, the reaction to the latest announcement was one of disappointment. 
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Corporate News 
 
VALLOUREC: in an interview with Les Echos, chairman of the management board Philippe Crouzet sought to provide 
reassurance following the recent fall in the share price. Mr Crouzet confirmed that European plants were running at 80% 
of capacity, which represents a sharp fall in the last six months. However, the company still has a 20% margin of 
flexibility, enabling it to adjust without too much difficulty. Translation: capacity utilisation could fall to 60% if the situation 
in Europe deteriorates further. The rest of the interview did not contain any real news. 
 
RENAULT & PEUGEOT: in an article that appeared yesterday afternoon (before the close) on Latribune.fr, car 
registrations fell by 0.7% in May in France. According to provisional data obtained by La Tribune, Renault's registrations 
rose by 4.5% but those of the Peugeot brand fell by 11% and those of the Citroën brand by 19.4%. The introduction of 
the new Peugeot 208 is eating into sales of the 207, but this is not the only negative factor for Peugeot, since other 
models also saw a substantial decline. 
 
RENAULT: Bloomberg reports that the company has appointed Mitsubishi UFJ, Morgan Stanley and Mihuzo Financial to 
issue "samurai" (yen-denominated) bonds. The bonds will apparently have a 2-year maturity. Because of its links with 
Nissan, Renault is no stranger to samurai bonds. 
 
DANONE: the company successfully placed its maiden dollar-denominated bond issue. Danone issued $850m of 10-year 
bonds with a coupon of 3%. The company stated that the offer was "heavily oversubscribed". 
 
FIAT INDUSTRIAL: the company this morning announced proposals to simplify its structure. Fiat Industrial is planning to 
merge with CNH Global, which makes agricultural equipment and construction machinery, and in which it has an 88% 
stake. The new entity would be listed in New York, with a secondary listing in Europe, and so Milan would no longer be 
the primary place of listing. None of the companies' shareholders would receive a premium in the transaction. 
 
BASF: according to a BASF executives interviewed by the FAZ, activity in Asia is not as buoyant as expected. 
 
BARCLAYS: according to the Telegraph, the bank has cancelled the sale of its French and Italian divisions, having 
ended discussions with potential buyers. Barclays will instead focus on increasing the profitability of these two 
subsidiaries. 
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Company Update 

Let’s Gowex 
Telecom 
 
 

More than ever on the right wave length 

 Buy  

ALGOW.PA - ALGOW FP - ES0158252017 

 

 
 Growth drivers are more efficient than ever 

 A solid pipeline and a sharpened business model  

 Buy recommendation reiterated. TP raised to €11.5 vs. €7.8 

Growth drivers are more efficient than ever 

For several years now, Gowex's business has been driven by the boom in 
demand for mobile data, prompted by the momentum in mobile devices 
adoption (smartphones and tablets) and internet services (VoIP, streaming, 
etc.).  

This momentum now seems to be gaining pace and telecom operators are 
increasingly less capable of meeting demand given the current economic crisis. 
As such, Wifi hotspots networks are more than ever a strong alternative to 3G 
and 4G networks, thereby making Gowex a growth stock with a somewhat 
defensive character.  

A solid pipeline and a sharpened business model 

In this backdrop, Gowex boasts high growth in the pipeline for its Wifi offering. 
The group can be selective and thereby diversify geographically while signing 
profitable projects. Furthermore, Gowex is set to gradually increase direct 
investments in Wifi hotspots networks in order to secure the operation of these 
infrastructures and capture higher margins.  

Heading for another year of high and profitable growth 

We expect the group to report another year of high growth in 2012 in view of 
1/ its extensive pipeline in the engineering business, 2/ the automatic growth in 
sales prompted by interconnection and the media platform, given the growth of 
the number of Wifi hotspots networks managed, as well as 3/ more buoyant 
sales in the telecoms business.  

The group should also post higher gross margin and EBIT margin on the back 
of the rising momentum of Gowex Wireless business unit.  

Buy recommendation reiterated. TP increased to €11.5 vs. €7.8. 

The group's attractive growth prospects and its ability to self-finance rising 
investments in Wifi hotspots networks (infrastructure offering a rapid ROI), have 
prompted us to raise our medium-term estimates and our TP to €11.5 per share.  

At €11.5, Gowex would still be trading on a 38% discount to its main US peers 
(Boingo, iPass and Towerstream) adding weight to our positive stance on the 
share.  

 
 

Market information 
Capitalisation €  79.8 m
Nb of shares  12.9 m
Free float (%) 25
High/low 12 m € 6.40 / 4.33

 

Performances 
(%) 1m 3m 12m
Absolute Perf. 0.33 -2.06 34.13
Relative Perf. 6.33 8.62 68.13  

 

Financial data  
On 31/12 2011 2012E 2013E 2014E

(€m)

Sales 66.7 99.3 128.6 163.3
EBITDA 16.5 24.9 32.2 41.1
EBIT (restated) 9.5 16.1 19.2 25.2
EBIT 9.5 16.1 19.2 25.2
Rep.Net Att.Inc. 7.2 12.4 14.7 19.3
Rest.Net Att.Inc. 7.2 12.4 14.7 19.3

(€)
Adj. EPS 0.56 0.96 1.14 1.50

(X)
EV/Sales 0.50 0.57 0.40 0.24
EV/EBITDA 2.02 2.29 1.62 0.95
EV/restated EBIT 3.5 3.5 2.7 1.5
PE (reported) 8.2 6.4 5.4 4.1
PE (restated) 8.2 6.4 5.4 4.1

(%)
Yield 3.6 4.3 5.9 7.5
ROCE 54.8 53.5 49.5 62.1
Gearing -63.0 -50.3 -48.9 -57.4
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 Financial data (Let's Gowex) 
 

Profit and loss accounts (€m) (31/12) 2010 2011 2012E 2013E 2014E TMVA 11/14E

Sales  49.6  66.7  99.3  128.6  163.3 34.8%

%ch  41.1%  34.4%  48.8%  29.6%  27.0%

EBITDA  9.4  16.5  24.9  32.2  41.1 35.5%

%ch  69.8%  76.2%  50.7%  29.4%  27.4%

EBIT (restated)  6.3  9.5  16.1  19.2  25.2 38.4%

%ch  74.7%  51.9%  69.5%  18.9%  31.6%

EBIT (reported)  6.3  9.5  16.1  19.2  25.2 38.4%

Financial income  0.1  0.1  0.4  0.5  0.6

Pre-tax current income  6.3  9.6  16.5  19.6  25.8 39.1%

Corporate tax - 1.2 - 2.4 - 4.2 - 4.9 - 6.5

Income from equity investees  0.0  0.0  0.0  0.0  0.0

Net Att. income (reported)  5.1  7.2  12.4  14.7  19.3 39.1%

Net Att. income (restated)  5.1  7.2  12.4  14.7  19.3 39.1%

%ch  78.4%  40.2%  72.1%  18.7%  31.6%

Balance sheet (€m) 2010 2011 2012E 2013E 2014E

Shareholders'Equity  22.9  35.1  45.4  56.7  71.4

Fixed Assets  7.9  15.6  32.0  44.1  52.0

Net debt - 9.3 - 22.1 - 22.9 - 27.7 - 41.0

WCR  6.8 - 0.3 - 0.4 - 0.1 - 0.2

Financing chart (€m) 2010 2011 2012E 2013E 2014E

EBITDA  9.4  16.5  24.9  32.2  41.1

change in WCR - 0.8  2.5  0.1 - 0.2  0.0

capex  5.8  10.0  20.2  20.0  18.8

free cash flow  4.2  3.9  2.1  8.3  17.2

financial investment less disposal  0.0  0.0  0.0  0.0  0.0

Distribution  0.0  0.8  2.1  3.4  4.7

Capital increase  5.5  6.3  0.0  0.0  0.0

Net debt change - 6.6 - 12.9 - 0.7 - 4.9 - 13.3

Financial Ratios (%) 2010 2011 2012E 2013E 2014E

EBITDA/Sales  18.9  24.8  25.1  25.0  25.1

Ebit margin restated  12.6  14.2  16.2  14.9  15.4

Restated net margin  10.3  10.8  12.5  11.4  11.8

Net debt / equity - 40.4 - 63.0 - 50.3 - 48.9 - 57.4

Net debt / EBITDA - 98.9 - 134.1 - 91.8 - 86.1 - 99.8

ROCE  37.3  54.8  53.5  49.5  62.1

ROE  22.4  20.5  27.3  25.9  27.1

Data per share (€) 2010 2011 2012E 2013E 2014E

EPS adjusted  0.45  0.56  0.96  1.14  1.50 39.1%

CFPS  0.59  1.38  1.78  2.19  2.84 27.1%

DPS  0.06  0.16  0.26  0.36  0.46 41.7%

Market Ratios (x) 2010 2011 2012E 2013E 2014E

EV/Sales  0.57  0.50  0.57  0.40  0.24

EV/EBITDA  3.0  2.0  2.3  1.6  0.9

EV/EBIT (restated)  4.5  3.5  3.5  2.7  1.5

PE (restated)  7.9  8.2  6.4  5.4  4.1

P/CFPS  6.0  3.3  3.5  2.8  2.2

P/BVPS  1.78  1.67  1.76  1.41  1.12

Payout (%)  14.1  29.2  27.4  31.9  30.9

Yield (%)  1.8  3.6  4.3  5.9  7.5
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D e t e c t i o n  o f  p o t e n t i a l  c o n f l i c t s  o f  i n t e r e s t  

Let's Gowex 
Investment banking Liquidity provider Corporate links Analyst’s personal 

interest 
Detention of assets of 

the issuer 
Communication to the 

issuer 
Other sources of 

conflicts of interests 

No Yes Yes No No Yes No 

 

This document has been prepared by Aurel BGC Paris Research Department (a BGC Partners company). Although information herein has been obtained from 

sources believed to be reliable, Aurel-BGC and its affiliates do not guarantee its accuracy, completeness or reliability. Opinions and estimates may be changed or 

withdrawn without prior notice.  

This document may feature three types of recommendation for the next six months: 

Buy: The stock shows upside of more than 15% in absolute terms, and its fundamentals are satisfactory to excellent.  

Hold: The stock's valuation is between -15% and +15% from the current price in absolute terms. 

Sell: The stock shows downside of more than 15% in absolute terms, and shows poor fundamentals or an excessive valuation. 

We may refer to various valuation methods:  

DCF: The DCF (discounted cash flow) method consists of valuing a company on the basis of cash flows, whose present value is calculated by discounting them at 

the average rate of return demanded by shareholders and creditors. The discount rate used is the weighted average cost of capital (WACC), which represents the 

average of the company's cost of debt and its theoretical cost of capital as estimated by the analyst, with each component given the appropriate weighting. 

Transaction multiples: Valuation multiples shown by completed transactions involving companies in the same sector are applied to the stock. 

Peer-group comparison: After putting together a sample of comparable listed companies, the average valuation multiples shown by the sample are applied to the 

stock to give a reference valuation for the current year and the next two years. 

NAV / sum-of-the-parts: The market value or adjusted book value of each asset on the balance sheet is calculated using a variety of appropriate methods.  

Discounted dividends: Future dividend flows are discounted using an appropriate discount rate (usually the theoretical cost of equity).  

EVA: The EVA (economic value added) method, invented by Stern Stewart & Co., takes into account the value created by the company, based on the differential 

between its return on assets and its weighted average cost of capital. 

 

Calculations and valuations presented herein are intended as a basis for our discussions. You hereby agree to carry out your own independent appraisal of the 

relevance and suitability of recommended transactions to your own specific needs, especially with regard to legal, fiscal and accounting aspects. Moreover, our 

research report cannot be seen as an offer or solicitation to subscribe, sell or lend securities or any other financial instrument and is not intended as a basis for any 

contract. Aurel-BGC, affiliates or persons associated with it may hold buy and sell positions on securities or other financial instruments referred to herein.  

Aurel-BGC actively maintains Chinese walls to prevent conflicts of interest arising when issuing investment recommendations. This document remains the property 

of Aurel-BGC and/or affiliates, unauthorised use, in whole or in part, is forbidden without prior agreement from Aurel-BGC.  

Aurel BGC, a subsidiary of the BGC Partners group, is an investment firm regulated by the French Prudential Supervisory Authority (Autorité de Contrôle Prudentiel 

- ACP) and the French Financial Markets Authority (Autorité des Marchés Financiers - AMF).  

Copyright © Aurel-BGC, 2012. All rights reserved.  
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